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FISCAL SUMMARY
ESTIMATED NET EFFECT ON STATE FUNDS
FUND AFFECTED FY 2001 FY 2002 FY 2003
General Revenue $0 ($180,600,000) ($210,200,000)
Total Estimated
Net Effec on All
State Funds $0 ($180,600,000) ($210,200,000)
ESTIMATED NET EFFECT ON FEDERAL FUNDS
FUND AFFECTED FY 2001 FY 2002 FY 2003
Total Estimated
Net Effed on All
Federal Funds $0 $0 $0
ESTIMATED NET EFFECT ON LOCAL FUNDS
FUND AFFECTED FY 2001 FY 2002 FY 2003
L ocal Government $0 $0 $0

Numbers within parentheses: () indicate costs or losses.

Thisfiscal note contains4 pages.
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FISCAL ANALYSIS

ASSUMPTION

Officials of the Department of Revenue (DOR) state that beginning January 1, 2001, this
legislation exempts all public pensons from state incometax and eliminates theincome
limitation on the private pension exemption.

DOR staff state that they are already processing both private and public pensions. Therefore,
thereislittle or no administrative impact to the Department of Revenue.

Officials of the Missouri Department of Transportation (MoDOT) state that this proposal
would not fiscally impact their agency.

Officials of the Office of Administration (COA) state that this proposal exempts all Federal,
Missouri and local retirament benefits from stateincome tax, and removes the phase in and
income limits on deducting private pension income, alows all taxpayers to deduct the first
$5,000 of private pensionincome in tax year 2001, and $6,000 for all tax years after 2001.

DEDUCTION OF ALL GOVERNMENT PENSION INCOME

Federal retirement benefits, including military, were obtained from the 1999 Statisti cal Abstract
of the United States, Table 618. Missouri’ s sharewas assumed to be 1.9% of the national total.
Benefits for the stateand local retirement systems mentioned in the proposal were obtained from
the Joint Committee on Public Employee Retirement. From thetotal of the federal, state and
local benefits the amount that can aready bededucted under RSMo Section 143.124 is
subtracted out. The amount to be subtracted out is from the 1998 Tax Expenditure Report. A 6%
marginal tax rate was assumed. A 4% growth rate of benefits was assumed. COA staff assumes
that taxpayers will not adjust their withholdingsin FY 2001 to take advantage of this exemption.
The revenue reduction to General Revenue is $0 in FY 2001, $143.7 million in FY 2002, and
$150.3 million in FY 2003.

PRIVATE PENSION EXEMPTION

The private pension portion of thisproposal exempts the first $5,000 of private pension income
in 2001, and $6,000 after. There is no income limit on this deduction. The totd amount of
pension income for Missouri was reported in the Spring 1999 Statistics of Income The average
pension is $11,368 and the number of returns with pensionsis 420,842. Therefore, it is assumed
that all returns would receive the full deduction. From the total pension benefits the amount that
can aready be deducted under RSMo section 143.124 is subtracted. The amount to be subtracted
for the government penson deduction is from the 1998 Tax Expenditure Report. The fiscal note
for HB 491 shows that the anount subtracted for the private pension deduction should be $31.8
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ASSUMPTION (continued)

million in FY 2000, $46.1 million in FY 2001, $60.7 millionin FY 2002 end $71.3 million in
FY 2003. A 6% marginal tax rate was assumed. Thenumber of returns with pension incomeis
assumed to grow at the rate of the 65 and over population, .25% annually. COA staff assumes
that taxpayers will not adjust their withholdingsin FY 2001 to take advantage of this exemption.
The revenue reduction to General Revenue is $0 in FY 2001, $36.9 million in FY 2002 and
$59.9 million in FY 2003.

This proposal would result in a decreasein Total State Revenues.

FISCAL IMPACT - State Governmert FY 2001 FY 2002 FY 2003
(6 Mo.)

GENERAL REVENUE FUND

Loss to General Revenue Fund

Public Pension Exemption $0 ($143,700,000) ($150,300,000)
Private Pension Exemption $O  ($36,900,000) ($59,900,000)
ESTIMATED NET EFFECT ON
GENERAL REVENUE FUND $0 ($180,600,000) ($210,200,000)
FISCAL IMPACT - Loca Government FY 2001 FY 2002 FY 2003
(6 Mo.)
$0 $0 $0

FISCAL IMPACT - Small Business

No direct fiscal impact to small businesses would be expected as aresult of this proposal.
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DESCRIPTION

This bill authorizes an individual income tax deduction equal to 100% of theamount of any
annuity, pension, or retirement allowance received by aretired federal, state, or local government
employee, regardlessof the amount of the allowance or the income of the retiree. Under current
law, federal, state, and local government retirees may deduct up to $6,000 of pension allowances
received each yea if their incomeis notin excess of $32,000 for married or $25,000 for single
taxpayers.

This proposal also eliminates income cap on deduction for private pensions.
This bill will become effective January 1, 2001.

Thislegidlation is not federally mandated, would not duplicate any other program and would not
require additional capital improvements or rental space.
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